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KEY ECONOMIC INDICATORS 


In billions of Austrian schillings (AS) at current prices, except 
otherwise stated. 
1988 1989 1990 1991 
Projections Projections 


Domestic Economy 
Population (millions) 7.6 
Population growth (%) 0.4 
GDP at constant (1983) prices , 390.0 
GDP at current prices 1,673.4 
GNP at current prices 1,660.3 
Per capita GDP (AS 1000) 219.5 
Consumer Price Index % change 2.5 


Production and Employment 
Labor force (1,000) 


Unemployment (avg. % for year) 
Industrial production 
(1986=100)% change 

Fed. Govt. deficit as % of GDP 


Balance of Payments 

Exports (FOB) 

Imports (CIF) 

Trade balance (including 
transit trade) 

Tourism receipts 

Tourism expenditures 
Services balance 
Current-account balance 

Foreign direct investment in 
Austria (new) 

Foreign debt (year-end) 
Foreign debt-service paid 
Foreign debt-service ratio 
as % of merchandise exports 

Foreign exchange reserves (year end) 
Average exchange rate for 


4 
Average exchange rate (AS/$1.00) 


Foreign Direct Investment in Austria 
Total (cumulative) 


U.S. (cumulative) 
U.S. share (%) 


U.S.-Austrian Trade 

Austrian imports from U.S. 

(CIF) 20. 

Austrian exports to U.S. (FOB) 14. 
Trade balance (U.S. favor) 5. 
U.S. share of Austrian imports as 
U.S. share of Austrian exports 3% 


U.S. bilateral aid N/A 


Principal U.S. exports (1989, $ million): Office machines (300.8); 
nonelectrical machinery, excluding business machines (163.2); vehicles, 


including airplanes and boats (132.9); electrical machinery and 
equipment (97.6); pharmaceuticals (86.7); laboratory instruments (47.3); 
medical instruments (44.7); telephone and audio-visual equipment (41.8); 
mineral fuels, mineral oils and distillates, and bituminous substances 
(41.2); plastic materials (39.0); chemicals (38.8); instruments other 
than medical or laboratory (32.2). 


Principal U.S. imports (1989, $ million): Nonelectrical machinery, 
excluding business machines (265.2); iron and steel (109.1); glass and 
glassware (61.5); electrical machinery and equipment (56.0); toys, 
games, and sporting goods (48.2); instruments other than medical or 
laboratory (44.7); chemicals (35.6); preparations of vegetables or 
fruits (26.7); paper and paperboard (26.3); plastic materials (24.2); 
dairy products, eggs, and honey (23.1); NF-metals and other base metals 
and products (22.9); vehicles, including airplanes and boats (21.3). 
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SUMMARY 


Austria’s economy is booming. After a 4 percent expansion in 
economic output in 1989, Austria’s economy continued to grow at a 
robust real rate of 4.5 percent in 1990. This impressive 
performance was supported by booming exports, strong investment, 
and lively private consumption. Due to the effects of the 
Persian Gulf crisis, the U.S. Embassy in Vienna projects a real 
growth of only 3 percent for 1991. Despite moderate disposable 
income growth, households are expected to maintain a high level 
of consumption at the expense of a slightly lower savings rate. 
Investment levels will remain high because of strained production 
capacities, preparations for EC membership, and expected 
additional business opportunities in reunified Germany and the 
East European countries. In the medium term, the U.S. Embassy 


expects Austria’s economic growth rates to exceed slightly the 
OECD-Europe average. 


West European economic developments, particularly in Germany, 
continue to affect the Austrian economy. Because of the close 
economic relationship between Germany and Austria, the Austrian 
National Bank (central bank) maintains a "hard schilling policy" 
pegging the schilling (AS) to the German mark. This policy is 
not expected to change unless reunited Germany produces a strong 
inflationary trend. Relatively high Austrian interest rates are 
expected to continue rising in the first half of 1991. 


Motivated by European Community (EC) plans to establish a single 
internal market by 1992, Austria applied for full EC membership 
in mid-1989. Formal accession negotiations will not begin prior 
to 1993, and some observers do not expect membership before 
1995. Meanwhile, Austria will move ahead autonomously to 
integrate more closely with the EC. The market-oriented reforms 
in Eastern Europe will have an important positive effect on 
Austria’s economy, especially in the long run. 


After the October 1990 elections, a new "grand coalition" of 
socialists and conservatives was formed. The new government will 
have to face a variety of political and economic issues; the main 
economic policy agenda will include reducing the federal budget 
deficit, reforming pension systems, negotiating EC membership, 
and dealing with possible default on loans to Eastern Europe. 

All these issues could result in conflict between the two 
coalition partners. 


Partly as a result of the low dollar exchange rate, U.S. exports 
to Austria rose 8.5 percent in 1990. Austria should remain an 
interesting market for U.S. exporters and for U.S. direct 
investment, particularly in view of its stable economic and 
political climate, stable currency, and 30 percent corporate tax 
rate. The U.S. Embassy in Vienna feels that the importance of 
Austria as a gateway for U.S. exporters and investors interested 
in East European markets has increased substantially. Full 


membership in the EC is also a critical element for U.S. 
investors. 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Austrian Economic Policy: Although certain Austrian economic 
policy parameters are clearly established, the new government may 
adopt some new policy positions. The reform process, which the 
outgoing government began and which concentrated on federal 
budget consolidation, deregulation, privatization, industrial 
restructuring, and tax reform, will have to receive the continued 
attention of the new government. The immediate agenda will 
include further reducing the federal budget deficit, cutting 
subsidies, and implementing the second phase of the tax reform. 
Over the longer run, the government will face decisions on the 
pension and health insurance systems; the possible default of 
large loans to East European countries; further privatization of 
state-owned companies; the negotiation of EC membership; and the 
development of an economic strategy with respect to Eastern 
Europe. In dealing with these issues, the new government may 
face a less favorable economic situation. For example, while the 
exceptional economic boom during the last three years (1988-90) 
made budget cuts relatively painless, the new Government will 
have to continue making cuts during a period of more moderate 
economic growth. Reducing the budget deficit further will also 
require some unpopular and painful measures such as cutting the 
government’s contribution to the pension system. These cuts will 
be aggravated by expected additional budgetary burdens, such as 
helping finance reforms in Eastern Europe, EC integration, and 
writing off uncollectible government-guaranteed foreign debts. 


International Integration - Austria Pursues EC Membership: With a 
view to the European Community’s plans to establish a single 
internal market by 1992, the government applied for full EC 
membership in 1989. Formal negotiations on Austria’s application 
will not begin prior to 1993, and many observers do not expect 
full membership before 1995. Meanwhile, Austria will continue to 
take autonomous measures to harmonize laws and regulations with 
those of the EC and will participate in the European Free Trade 
Area (EFTA) countries’ negotiations to form the European Economic 
Area with the EC. This is necessary, whether or not Austria 
becomes a full member of the EC, to remain attractive to new 
foreign investors and to maintain investments already in Austria. 


Reforms in Eastern Europe - Impact on Austria: Although the 
market-oriented reforms taking place in Eastern Europe will have 
important repercussions for Austria, significant improvement in 
the economies of Eastern Europe could take years, so that the 
economic gains for Austria would be limited in the short tern. 
The original euphoria from the reforms has meanwhile given way to 
more realistic approaches, as Western firms have come to 
understand the economic problems of Eastern Europe and the large 
discrepancies between the economies in Eastern and Western 
Europe. Austrian firms are taking steps to position themselves 
for anticipated opportunities brought about by the collapse of 
the Iron Curtain. Austria is well-positioned to become a 
stepping-stone for Western companies 





-5= 


interested in East European markets. It is likely that the freer 
flow of labor and lower priced consumer imports from the 
neighboring East European countries will result in some economic 
disruptions in Austria. Several loan and guarantee programs spur 
Austrian investors to direct investment in Eastern Europe. A 
number of infrastructure investments, such as highway 
construction, will become necessary in eastern Austria. Austria 
also plans involvement in East European infrastructure projects, 
in particular energy projects designed to reduce the use of 
nuclear power. The Austrian Government will continue to focus on 
finding solutions for Eastern Europe’s financial problems, that 


is its huge debt burden and the lack of funds to finance economic 
reforms. 


Continued Favorable Growth Outlook Through 1994: After 4 percent 
real growth in 1989, Austria’s economy continued to expand at a 
robust real rate of 4.5 percent in 1990. Economic growth was 
supported by booming exports, strong investment, and lively 
private consumption. While the Persian Gulf crisis influenced 
economic developments only marginally in 1990, it will affect the 
economic outlook for 1991, when the economy is expected to 
experience only about 3 percent real growth. While the 
medium-term outlook is still positive and will be bolstered by 
strong demand for exports coming from reunited Germany and 


increasing investment in Eastern Europe, more moderate growth 
rates are expected in Austria over the next few years. However, 


this growth is projected to marginally exceed the OECD Europe 
average. 


Imports, Exports, and Tourism Boom: Exports are of central 
importance to Austria’s economic well-being. More than 40 
percent of all goods and services produced are exported. Austrian 
exports boomed in 1990 and were a driving force behind the 
country’s dynamic economic growth. However, Austria’s exports 
still go primarily to Western Europe; 75 percent of all 
merchandise exports were shipped to EC and EFTA countries, of 
which more than half go to Germany alone. Exports to Eastern 
Europe declined a full point to only 8 percent of Austria’s 
exports; the United States accounted for 3.2 percent. Strong 
growth in productivity offset relatively high wage settlements in 
the fall of 1990, thus leaving the international competitiveness 
of Austrian exporters unaffected for 1991. As a result, another 
strong rise in export revenues is expected in 1991, with most 
gains again likely to be concentrated in Western Europe. Exports 
to the United States are expected to suffer significantly from 
the low dollar exchange rate, while exports to Eastern Europe are 
not yet expected to increase substantially. 


Austrian imports also increased swiftly because of continued 
rising business and consumer demand, and the expansion of capital 
plant investment. However, import growth resulting from the 
economic boom was not as high as expected. Total imports (by 
value) rose 8 percent above last year. In 1991, nominal import 
growth will reach double digit rates due to higher import prices 
for raw materials, particularly petroleum products. The high 
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propensity to import will be bolstered by continued strong 
capital investment and expanding private consumption, 
particularly of consumer durables. The trade deficit is 
projected to expand sharply in 1991, as the expected growth of 
imports exceeds that of exports. 


Revenues from tourism continued their strong upward trend in 1990 
and are projected to rise by more than 10 percent in 1991, 
leading to a larger surplus from services. Austria’s policy of 
restructuring tourism away from lower-priced group travel towards 
the higher-spending quality market sector may be hampered by the 
huge number of tourists from Eastern Europe expected to swamp 
Austria in the next few years. These tourists would bolster the 
low price market segment, so that in the years ahead the number 


of foreign tourists may rise proportionately faster than revenues 
from tourism. 


Current Account Deterioration in 1991: Because of its high 
propensity to import, Austria traditionally runs a merchandise 
trade deficit. But, in 1990 booming exports helped moderate the 
rise in the trade deficit, which was also offset by service 
revenues, mainly from tourism. As a result, the current account 
showed a small surplus in 1990. Looking ahead to 1991, the 
current account is expected to deteriorate to a deficit of about 
AS 1 billion, due mainly to the petroleum price hike. 


Domestic Consumption Outlook: A 3.6 percent rise in real 
disposable income, growing employment, and the favorable economic 
climate boosted the consumption of private households by 4.3 
percent (in real terms) in 1990. Despite this strong consumption 
growth, the savings rate eased only half a percentage point to 
13.6 percent of disposable income. As a result of the still 
positive economic outlook, continued high private consumption in 
1991 can be expected to accompany the real economic growth of 
about 3 percent. Since real disposable income will likely 
improve only about 2.5 percent, the savings rate can be expected 
to again slip slightly to about 13.2 percent. 


Total plant and equipment investment reached AS 444 billion in 
1990, equal to 7 percent real growth. For 1991, a rise to AS 480 
billion, or 4.5 percent real growth, is expected. The favorable 
economic climate, high capacity utilization, preparation for EC 
membership, and expected additional business opportunities in 
reunified Germany and the East European countries have improved 
investment performance in all sectors, particularly in industry. 
After a 5 percent increase in 1989, industrial investment rose an 
exceptional 18 percent to AS 60 billion in 1990. This increase 
represents a real growth rate of 14.5 percent. Planned 
industrial investment for 1991 is AS 62 billion for capacity 
expansion, rationalization, the maintainance international 
competitiveness, and environmental protection. Over the medium 
term, investment levels will remain high due to further the 
restructuring of Austrian industry, continued preparation for EC 
membership, growth potential of East European markets, and large 
domestic projects. In Austria, projects include the renewal of 





-J= 


federal railroad facilities and new power plant construction, 
including possible investments for Austria to become an 


electricity distribution center between Eastern and Western 
Europe. 


Strong Industrial Growth and Output: Industrial production rose 
by a significant 8.5 percent in real terms in 1990. The emphasis 
in production shifted from raw materials and semifinished goods 
to capital investment and consumer goods. Energy output grew 
modestly in 1990 due to large stocks and another mild winter in 
1989-90. In the second half of 1990, some industry sectors such 
as chemicals and base metals showed the first signs of a 
weakening; inflow of new orders was lower than a year earlier. 
As a result, growth in real industrial output will ease to about 
6 percent in 1991, which is still a robust rate of growth. 
Construction industry output should grow by some 4 percent in 
real terms in 1991 and be supported by housing and industrial 
plant construction, and modernization of the Austrian railroad 
systen. 


The State-Owned Sector Has Recovered: Austrian Industries, the 
nationalized industries’ holding company (formerly OIAG), has 
recovered as a result of implementing a swift restructuring 
program. In 1989, the group’s balance sheet showed a small 
profit for the first time in many years; operating results and 
cash-flow have also improved substantially. Austrian Industries’ 
medium-term plans include establishing foreign subsidiaries and 
acquiring shares of foreign companies to begin to remedy its low 
degree of internationalization. As a first privatization step, 
Austrian Industries issued a convertible bond in June 1990, 
offering the option to buy Austrian Industries shares at a 
discount when they will be listed on the Vienna Stock Exchange in 
1992-93. Although not all sectors of the Austrian Industries 
group, particularly the machinery and electrical sectors, have 
become profitable, the group as a whole was profitable in 1990. 
The steel sector showed a profit in 1990 despite declining steel 
prices and the loss of markets in the Soviet Union. 


The Government’s Privatization Program: The government began an 
ambitious privatization program in 1987. Shares totaling about 
AS 40 billion have been issued; however, so far only a maximum of 
49 percent of any company has been sold to private investors. 
Under the new grand coalition government, more privatization will 
follow. In particular, the government’s share in Austria’s two 
big nationalized banks, Creditanstalt and Laenderbank, will 
decline to less than 50 percent. The degree of privatization of 
the Austrian Industries group is still unclear, despite the plans 
of Austrian Industries to go public in 1991-92. 


Inflation Expected to Remain Moderate: Austria’s strong economic 
growth in 1990 produced little inflationary pressure. Inflation 
as measured by the consumer price index rose 3.3 percent in 1990, 
compared with 2.5 percent in 1989. Because of increasing raw 

material and energy prices, increasing wage costs, high interest 
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rates, and some capacity bottlenecks, inflation will accelerate 
to an estimated rate of 4 percent in 1991. 


Labor Peace Continues - But Unemployment Rises: At 5.5 percent, 
gross wage increases in 1990 exceeded inflation, but were offset 
by strong gains in productivity. As a result, unit wage costs in 
industry rose only marginally in 1990, so that Austrian 
industry’s competitive position vis-a-vis its trading partners 
remained stable. In view of continued strong gross wage 
increases, unit wage costs are expected to increase about 2.5 
percent in 1991, but because of equally high increases abroad, 
Austria’s position relative to its trading partners should remain 
unchanged. 


Despite buoyant economic growth and an exceptional 2.3 percent 
employment growth in 1990, the labor market remains a problen, 
because labor supply, particularly due to the strong inflow of 
foreign labor, is growing faster than demand for labor. Refugees 
and illegal foreign workers put additional pressure on the labor 
market. As a result, in 1990 the number of unemployed rose 
17,000 to an annual average of 166,000, despite the fact that 
overall employment averaged 2,929,000, a post World War II. 
record. The unemployment rate was 5.4 percent in 1990, and 5 
percent in 1989. In 1991, developments will not be much 


different. Total employment is expected to rise further to 
2,977,000, the number of unemployed to 173,000, and the 
unemployment rate to 5.5 percent. More than half of the 
additional employees in 1991 will be foreigners. 


Austria is noted for peaceful management-labor relations 
institutionalized as the Social Partnership. Due to reforms of 
Social Partnership institutions (chambers of labor and commerce) 
and their possibly reduced influence as well as continued rising 
unemployment, management/labor relations may be more strained in 
the medium term. Rising unemployment will serve as an argument 
for the unions to lobby to cut the workweek in 1992 from 40 to 35 
hours with full pay for all employees. Although more than half 
of all employees in 1990 worked 38 or 38.5 hours per week, a 
general 35 hour workweek is not likely to materialize for at 
least another five years. Considering overall wage costs (wages, 
employer contributions to social security, and fringe benefits), 
Austria still compares favorably to other industrialized nations, 
but the Austrian position could deteriorate if wage settlements 
in Austria continue to be as high as in 1989-90. 


Stable Monetary Policy, Rising Interest Rates: Austria’s central 
bank, the Austrian National Bank (ANB), maintains a "hard 
schilling policy" of adjusting money supply and interest rates to 
keep the schilling stable vis-a-vis the German mark. The peg to 
the German mark is not expected to change unless strong 
inflationary trends develop in reunified Germany. However, since 





-9- 


the German central bank, the Bundesbank, is expected to fight 
inflationary trends with higher interest rates, the peg would 
mean higher Austrian interest rates than would be necessary for 
domestic Austrian economic reasons. Interest rates tended upward 
throughout 1990 and new bonds were sold at 9 percent in the fall 
of 1990. Bond rates could rise further to about 9.25 percent in 
1991; other interest rates would follow the upward trend. Since 
another major liberalization of foreign exchange controls became 
effective January 1, 1990, Austria has a relatively liberal 


foreign exchange regime. Further liberalization is expected over 
the next two years. 


Capital Markets - Rise and Fall: The Vienna Stock Exchange saw a 
dramatic turnaround in 1990. After an increase of 111 percent in 
1989, the stock index rose by another 45 percent to an all time 
high in March 1990. The market slowed, however, and by mid-1990 
was up only 28 percent from the end of 1989. Then prices tumbled 
drastically in the wake of the Persian Gulf crisis and by end of 
1990 were 1.8 percent below the 1989 year-end level. A new law 
on bond issuance, which will facilitate the placing of bonds by 
foreign borrowers, is expected to become effective in mid-1991. 
This deregulation move should help to broaden and deepen the 
Austrian capital markets. 


Tax Reform - Government Austerity to Continue: Fiscal austerity 
will continue over the next few years. The new government plans 
to cut the federal budget deficit further from 3.4 percent of GDP 
in 1990 to 2.5 percent by 1994 to curb the debt service burden 
and to gain latitude for possible contributions to the EC 
budget. Since cutting discretionary items will no longer be 
sufficient, the new government will have to address several 
structural budgetary problems, which will mean tough, unpopular, 
and painful cuts in the government’s contribution to the pension 
and social security systems, hospital financing, and federal 
railroads. These problems will have to be solved in order to 
achieve a lasting consolidation of the federal budget. However, 
cutting the deficit may prove difficult because of weakened 
economic growth and anticipated additional budgetary burdens. 
These additional burdens could result from EC integration, 
helping to finance reforms in Eastern Europe, and possibly 


writing off defaulted government guaranteed foreign loans, mainly 
to East European countries. 


After the sweeping income/corporate tax reform of 1989, a second 
tax reform is planned for 1992. This phase should include 
adapting Austria’s tax system to EC regulations (including 
lowering value added tax rates) and administrative simplification. 


Agriculture: In 1990, total grain output declined due to the 
smaller area devoted to grains and to a significant drop in corn 
yields. However, yields of most small grains were somewhat 
higher than in 1989 and the quality of wheat and barley was 
excellent. Due to the changes in Eastern Europe, Austria is 
facing a major problem in disposing of its grain surplus. 
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Historically important markets such as Poland and the eastern 
part of Germany will probably buy little, if any, grain from 
Austria in 1990-91. Thus, new markets will have to be found in 
North Africa and/or Asia. These new markets will result in 
increased transportation costs and larger export subsidies. 


Oilseed production increased again in 1990. However, due to the 
dry weather from fall 1989 to March 1990, the rapeseed yields 
were fairly low. A new oil mill has overcome normal start-up 
problems and the entire 1990 crop can be processed domestically. 
Another small mill for the production of rapeseed oil for fuel 
will probably start operating before the end of 1991. Austria 
intends to increase the production of rapeseed and rapeseed fuel 
oil in 1991. Sugar beet production increased slightly; beet 


yields were smaller due to dry weather, but they had a high sugar 
content. 


Government Coalition Renewed: Parliamentary elections in October 
1990 brought no change in the strength of the Socialist Party 
(SPO), heavy losses to the conservative Peoples’Party (OVP), and 
considerable gains for the Freedom Party (FPO). The OVP again 
formed a "grand coalition" with the SPO, abandoning suggestions 
of a small coalition with the FPO. The new Austrian Government 
will have to deal with a number of important economic and 
political issues, such as defining new election procedures, 
solving the problem of immigration from Eastern Europe, reforming 
pension systems, reducing the federal budget deficit, negotiating 


EC membership, and dealing with the possible default of loans to 
East European countries. 


The ongoing dialogue on national issues and policies among 
leaders of labor, business, and agricultural institutions, known 
as the Social Partnership, has for nearly three decades 
encouraged social and political stability to reconcile the 
divergent interests of business, government, and labor. As a 
result of several scandals, Social Partnership institutions have 
come under public pressure for reform. While termination of 
mandatory membership in the chambers of labor and commerce seems 
unlikely, the role of the Social Partnership could undergo 
changes in the near future. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Austria is an attractive market for U.S. exporters. Following 
the liberalization in Eastern Europe, the U.S. Embassy in Vienna 
feels that the importance of Austria as a gateway for U.S. 
exporters and investors interested in these markets has increased 
substantially. It may prove beneficial for U.S. companies to 
cooperate with Austrian firms in East European markets. Austrian 
firms seem to be ideal partners for U.S. firms because of their 
vast experience in doing business in Eastern Europe and their 
proximity to these markets. The importance of Austria as a 
location for foreign investors is underlined by the Chrysler 
Corporation, which is establishing a production plant for 
minivans in Austria to serve all of Europe. U.S. direct 
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investment in Austria totalled about AS 8.6 billion in 1990. 
Many foreign investors plan to use Austria as a base to 
coordinate their activities in Eastern Europe. In particular, 
some are considering locating labor intensive production in 
Eastern Europe, while keeping logistic coordination and 
management in Austria. Of the approximately 300 American firms 
operating in Austria, 200 are doing business in Eastern Europe. 
A recently signed cooperation agreement between OPIC and its 
Austrian counterpart, the Finance Guarantee Company, will arrange 
for guarantee cover that should stimulate and promote joint 
U.S.-Austrian investment projects in Eastern Europe. OPIC can 
cover the U.S. firm’s share in the ventures, while the Finance 
Guarantee Company offers guarantees for the Austrian portion. 
The U.S. Embassy in Vienna plans to host a high-level conference 


for U.S. firms on investment opportunities in Eastern Europe in 
June 1991. 


Economists believe a new "Danube Basin" industrial zone may 
develop in the Vienna-Brno-Bratislava-Budapest area. Economies 
of scale resulting from more international division of labor in 


this part of Europe could result in intensified development and 
greater economic growth. 


U.S. exports to Austria have been surging. After a rise of 21.5 
percent in 1989, the total schilling value of Austrian imports 
from the United States rose by another 9 percent in 1990; the 


U.S. share of total Austrian imports remained stable at 3.6 
percent in 1990. On the other hand, Austrian exporters 
encountered some difficulties in making sales in the U.S. market, 
mainly because of the low dollar exchange rate. The U.S. market 
accounted for only 3.2 percent of Austria’s exports in 1990. 
Bilateral trade showed a swiftly increasing surplus of about AS 
5.3 billion in favor of the United States in 1990, following a 
surplus of AS 3.7 billion in 1989. In 1991, U.S. exports to 
Austria are likely to grow faster than total Austrian imports, 
while Austrian exports to the United States should decline 


slightly and lead to a further increase in the U.S. trade surplus 
with Austria. 


Prospects for U.S. Exporters: U.S. exporters will benefit from 
the low dollar exchange rate. They should use this advantage and 
intensify their marketing efforts if they want to maintain or 
expand their share of the Austrian market. Also, U.S. companies 
will encounter increasingly stiff competition from Japanese and 
EC suppliers. On the other hand, Austrian EC membership would 
have positive effects for U.S. suppliers--lower EC tariff levels 
might make Austria a larger importer of U.S. products. 


Best Sales Prospects: The following product areas have 
particularly strong sales potential for U.S. firms: computers and 
peripheral equipment, chemicals and chemical products, health 
care industry equipment, analytical and scientific instruments, 
and telecommunications equipment. Market research studies known 
as Industry Sector Analysis reports have been prepared for each 
of these product areas. Other product groups with strong 
incremental sales potential for U.S. exporters are safety and 
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security equipment, computer software, regulating and process 
control equipment, electronic components, pharmaceuticals, 
aviation products, boats, automobiles, and recreational vehicles. 


Major Projects: An oil pipeline between Bratislava and Vienna is 
one of several large energy projects planned with neighboring 
countries. Modernization of the Austrian federal railroads and 
the construction major railroad tunnels are still under 
discussion. 


Attractive Environment for Investors, but EC-Integration 
Important: Economic and political stability makes Austria an 
attractive location for subsidiaries of U.S. companies. Austria 
also offers social peace, a stable currency, lower labor costs 
than in other Western European countries, and easy access to key 
third markets, particularly the countries of the EC, EFTA, and 
Eastern Europe. The 30 percent corporate tax rate and liberal 
foreign exchange controls make Austria an appropriate base for 
international operations. While conditions for investors 
interested primarily in the Austrian market have improved, 
uncertainties remain for those interested in using Austria as a 
base for Europe-wide operations. Austria has applied for full EC 
membership, but a EC decision on the question is not expected 
before 1993. Austria’s progress towards integration with the EC 


can offer advantages to U.S. investors planning to invest in the 
country. 


The Austrian Government welcomes productive foreign investment. 
The same legal provisions apply to foreign and domestic 
investment. Austria imposes no performance requirements on 
foreign investment. The new government is expected to continue 
present policies of diminishing the state’s economic role and 


bringing Austrian laws and regulations into line with those of 
the EC. 


U.S. investors may seek assistance in planning industrial 
projects in Austria from ICD-Austria, 747 Third Avenue, 19th 
Floor, New York, NY 10017, phone (212) 980-7970, or 90 
Middlefield Rd, Suite 205, Menlo Park, CA 94025, phone (415) 
321-7333. Additional information on trading or investing in 
Austria can be obtained from the Austrian Trade Commission, 
150 E. 52nd Street, 32nd Floor, New York, NY 10022, 

phone (212) 421-5250. 


Government Services for U.S. Exporters: A yearend issue of the 
Commerce Department publication "Business America" publishes a 
list of trade fairs and exhibitions in Austria. Information on 
U.S. Government services to exporters and investors interested in 
the Austrian market can be obtained from the Austria Desk, 
IEP/EUR, Room 3043, U.S. Department of Commerce, Washington, DC 
20230, telephone: (202) 377-2920. Potential U.S. investors can 
also obtain the 1990 "Investment Climate Statement for Austria" 
from the U.S. Department of Commerce. 


* U.S. Government Printing Office : 1991 - 2g82-906/20050 





